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SUMMARY: January ended just a little negative for the S&P 500, which, historically, indicates a possible flat performance for the 
index for the remainder of 2020.  That said, February market performance to date has been excellent. My FEB newsletter is  
being published a little later than normal as I reviewed 4Q19 earnings, the corona virus effects on the market, and the early 
Presidential Primaries’ influence on market participants.  So what's next?  Let’s take a look... 

 

 
Fresh off his acquittal from the Impeachment trial, a confident President Trump campaigned in New Hampshire a day ahead of 
the Primary Election there.  Bernie Sanders is feeling confident after his victories in Iowa and NH.  The Democrats’ supposed 
leading candidate, Joe Biden, with a pitiful 5th-place NH showing, is probably finished — as is Elizabeth Warren.  So far, the mar-
kets like the outcome of the primary results, which suggest no threat to Trump’s re-election in November.  The Corona virus ap-
pears — at least to market participants — to be largely contained in the Asian areas of the globe. This sense of calm with          
Investors is shown with the way the markets performed yet another “V” correction off the Jan. 31 low. 

Here’s my take:  

Market participants were unfazed from day one with the impeachment proceedings against the President.  Although there have 
been rumors that the Corona Virus may have actually been designed to be a biological warfare, there is no substantiation as to 
this allegation as of this writing.  Investors, by all indications of JAN-FEB market behavior, are focused on 4Q19 earnings — and 
those earnings have been performing as expected from early 2020 predictions.  Bottom line, with all the political drama — which 
has been breathtaking in its scope — the markets have largely taken all of it in stride.  Earnings are wining, as of now... 
 

 

Even as 4Q19 earnings continue to meet expectations — and even    
impress (AAPL, for instance) — the biggest fundamental data is the  
continuing increase in jobs creation in the U.S. According to 
Whitehouse.gov, 7 million+ new jobs have been created in America 
since the Trump Presidency began. 225,000 of those new jobs          
occurred last month, albeit January traditionally is not known to be a 
strong month. The inverse of that is the Unemployment rate at 3.6%, 
which is very close to 50-year lows.  Inflation remains muted, and reces-
sion odds are “near zero,” according to Bloomberg and Fox Business 
News economists.  

Here’s my take: 

I like how the stock market is performing so far in 2020, as it reacts to  
fundamental data in an election year. Employment conditions remain in 
that sweet spot of being encouraging on both the hiring and inflation 
fronts in that average hourly  earnings growth isn't accelerating sharply 
enough to provoke  imminent rate-hike concerns.  January nonfarm 
payrolls increased by 225,000 (Briefing.com consensus 164,000). Job 
gains have averaged 211,000 over the last three months. December 
nonfarm payrolls revised to 147,000 from 145,000. November non-
farm payrolls revised to 261,000 from 256,000.  Americans are work-
ing, and that is always good for investors. 
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About the CB3 Separately Managed Accounts (SMAs):                                         

Dynamic Income (DI) 

DI utilizes dividend-paying equity securities to generate income 
per its investment objective.  The portfolio is comprised of 20-
40 holdings, primarily in U.S. companies, with equity holdings 
concentrated among large-cap stocks.  Favored stocks have an 
increasing three-year net growth in payout. The portfolio may 
contain up to a 10% weighting in international and 60% in 
cash.  *Benchmark: iShares Select Dividend (DVY) 
 

Conservative Yield (CY) 

CY invests in fixed income ETFs and CEFs, aiming to produce a 
total return exceeding its benchmark, but also protecting its 
capital base. The portfolio can invest in anything from U.S. 
Treasury, short and long term corporate, international, 
emerging market, domestic and international high yield, and 
leveraged bonds.  Holdings range across durations and bond 
sectors.  Up to 60% cash can be held.  *Benchmark: Vanguard 
Total Bond Market (BND) 

Capital Growth (CG)  

CG uses advanced technical analysis to identify stocks with 
attractive momentum characteristics, targeting an investment 
objective of capital appreciation.  These stocks must also have 
a growth “story.”  The portfolio is comprised of 20-40 equities 
and ETFs across all market capitalizations. Up to 50% of assets 
may be invested in cash. International and alternative asset 
positions may be used. *Benchmark: iShares Russell 1000 Growth 
(IWF) 
 

Organic Value (OV) 

OV invests in stocks of established companies that are 
attractive on a technical basis and may be fundamentally 
undervalued. These stocks are returning capital to their 
shareholders through dividends and stock buybacks. The 
objective is capital appreciation.  The portfolio is comprised of 
20-40 individual positions. Up to 50% of the assets may be 
invested in cash. *Benchmark: iShares Russell 1000 Value (IWD) 

	

The “risk-on” Information Technology sector of the S&P 500 
continues to lead  the market higher — and it does so pretty 
much alone.  On this chart, “XLK” - Technology is alone in the 
Leading Quadrant.  While Utilities, Communications Services 
Consumer Discretionary,  and  are all in the Improving    
Quadrant — and may rotate into Leading.  Healthcare and 
Financials are both Weakening and heading towards Lagging.  
Financials are being hurt by the falling 10-year yield.  ALL the 
remaining sectors are lagging the S&P 500 — which  means 
all the other sectors are trailing Information Technology.  Let 
me be clear that one entire sector holding up the market is 
NOT a healthy situation.  I closely monitor this  rotation as we 
chose stocks for your portfolios.  I’ll provide an update on this 
“rotation” next month. 

We at CB3 hope 2020 is your best-ever year. It promises to 
be politically controversial, fundamentally exciting, and     
technically provocative. All in all, I am still expecting a       
positive market performance for 2020 heading into Election 
Day. We’re here for you … just call or write with any questions. 

Disclosure  

This commentary was created by CB3 Financial, Inc. (“CB3”) and is being shared for informational purposes only. The views expressed are those of CB3, are based on  current 
market conditions and are subject to change. The commentary herein does not constitute investment advice nor legal advice. There are no assurances that these techniques 
and strategies are suitable for all investors or that the predicted results will occur. All investments are subject to risk, and past performance is no guarantee of future results.          
Copyright © 2020 by CB3 Financial Group, Inc.  CB3 Financial Group, Inc. is a Registered Investment Advisor. 

 

Small Cap (SC) 

SC invests in small and micro-cap securities with the goal of capital appreciation. Dividends are merely incidental in this 
program.  The portfolio is comprised of 20-40 holdings, almost exclusively U.S. companies. Capitalization of equity holdings is 
limited to small- and micro-cap stocks.  Favored stocks have technically favorable attributes within sectors that are also 
technically strong. SC stocks may contain up to a 10% weighting and up to 60% in cash.   *Benchmark: Russell 2000 (IWM) 

 

Technical 

February 2020                     

 


